Introduction
The main aims of this chapter are:
• to discuss what is meant by literacy (subsuming numeracy); • to consider the importance of literacy and the problem of illiteracy; • to highlight the role of meaning-making in the context of being literate; • to critically compare financial awareness and financial literacy; and • to define financial literacy and assess its importance as a cornerstone of accounting education.
In Section 3.2 we begin by looking at the essence of being literate (and numerate), consider meaning-making (or sense-making) as being at the heart of what it means to be literate, and review the use of the term 'literacy' in a number of different contexts.
The discussion in Section 3.3 moves on to concerns which exist over an individual's ability to use financial information effectively, and some of the implications of this. Studies looking at particular aspects of financial awareness are examined, and questions are raised about the adequacy of this construct for both accounting educators and accounting practitioners. An argument is presented which suggests that financial awareness and financial literacy are not synonymous expressions.
Financial literacy is defined in Section 3.4 as being a complex phenomenon which needs to be defined in relation to meaning-making on the one hand, and purposive behaviour on the other.
Section 3.5 concludes the chapter by looking at the need for accounting educators to focus on financial literacy in the design, delivery, and assessment of their programmes.
Many of the examples given and literature cited reflect the authors' familiarity with the jurisdictions in which they are located. Nevertheless, their belief is that the issues raised are not restricted to Australia and the U.K., but have broader applicability.
Let us start by examining the notion of literacy.
The nature of financial literacy 3.2 What is literacy?
Some key ideas
In her book Literacy, Margaret Jackson attempts to respond to the question: What is literacy? She notes that the term literacy is 'very rarely carefully defined ' (1993, p. 1) . That said, literacy is defined in the Collins Dictionary as 'the ability to read and write' or 'the ability to use language effectively'. The Oxford English Dictionary states that literacy is 'The quality or state of being literate; knowledge of letters; condition in respect to education, ability to read and write.' These definitions probably encapsulate most people's initial thoughts about literacy. However, the discussion that follows shows that these definitions fail to grasp much of the complexity of what it means to be literate. It is argued here that a literate individual is one who possesses a set of skills and abilities (including reading, writing, speaking, being numerate, and the ability to reflect) which allows him/her to locate and make use of resources in order to achieve objectives. The resources available to us in a complex society are extensive, with books being almost the tip of the iceberg. (See Stevenson et al., The objectives for those who are literate are also probably infinite. Jackson outlines a typical day where she begins by reading the shampoo bottle in the shower and moves through the day until she finishes by reading in bed. She states that, during the day, she has used print to 'inform, to remind, to persuade, to keep in touch, to amuse, to instruct and to disturb' (1993, p. 90) . It is literacy that allows her to successfully achieve these outcomes, and it is these skills that allow individuals to develop as individuals and contribute to the development of the society of which they are a part. The functional nature of literacy is therefore apparent. Functional literacy can be defined as:
A person is literate when he has acquired the essential knowledge and skills which enable him to engage in all those activities in which literacy is required for effective functioning in his group or community. (UNESCO definition, 1962 , cited in Oxenham, 1980 Burnet (1965) discussed the idea of functional literacy, emphasising that there is a difference between acquiring the skills to be able to read and write on the one hand, and becoming literate on the other. Functional literacy is viewed by Burnet as being:
the key that unlocks the door to the future, because the person who has achieved it has learned to learn for himself, and has thus gone a long way toward making his fundamental right to education a reality. He no longer has to be content with what other people choose to teach him; he can find out for himself what he wants to know. He can improve his occupational status and enrich his leisure. He has learned to reflect on what he reads, to make comparisons and draw his own conclusions. (1965, p. 14) Literacy, then, is not simply about reading, writing, and being numerate (though there is nothing simplistic about the acquisition of these skills). In these few sentences Burnet indicates that literacy is shown, at the very least, to be about: There appears to be little that we value in Western society that is not affected by literacy. But in what way does literacy allow all these individualistic and societal outcomes to happen? This takes us on to the crucial role of meaning-making.
Meaning-making
As an introduction to meaning-making (or sense-making), reference can be made to:
• the literature of sociology and social psychology (such as Berger & Luckmann, 1966; Weick, 1979 Weick, , 1995 Weick et al., 2005) ; • that of organisational theory (such as Maitlis, 2005; Maitlis & Lawrence, 2007) ; • that of accounting (such as Boland, 1980 Boland, , 1984 Boland, , 1987 Boland, , 1993 Lavoie, 1987) ; and • the social construction and socio-linguistics of literacy (see Cook-Gumperz, 1986; Gee, 1990 ).
An interesting (albeit brief) comment on making sense of the Global Financial Crisis (GFC) which began in 2008 relative to the crash of 1929 through the use of narrative (i.e. story telling -an important form of meaning-making) is given by Wagner (2011) ; and an insightful study of meaning-making using three different professional groups in Singapore (auditors, engineers, and architects) is reported by Cheuk (2002) . Jackson (1993) emphasises the contextual nature of literacy and highlights the view that the more complex the society, the more complex the notion of literacy becomes. In the Preface to her book, Jackson states: 'Literacy offers us access to information, ideas, opinions and by creating the potential for reflecting, provides opportunities for making and communicating meaning, and for learning.' Literate individuals are able to make meaning as a basis for learning and this, we would argue, along with Jackson, is the key element of literacy. In order to operate effectively within the context of a complex society (or in one of its components, including households and more formal organisations), individuals need to be able to make sense of and understand the world in which they operate. In less complex societies, hunters need to respond to their environment in order to survive. In more complex societies, a great deal of the information required in order to make sense of the environment is contained within the symbolic representation systems of words and numbers. Individuals' chances of operating effectively are greatly enhanced by their being able to make sense of these word and number systems, and they do this by being both literate and numerate.
While recognising that literacy involves individuals being able to read and write, Jackson's definition above also emphasises that, on their own, these skills are not sufficient for an individual to become literate: individuals must also be able to reflect in order to make, and communicate, meaning and to learn.
The key questions here are:
• How do users of information (whether of a financial nature or not) extract meaning and make sense of it? • What courses of action might this stimulate?
The nature of financial literacy Each user is a distinct meaning-making individual, and each will make use of available information (words, numbers and other symbols) to construct a picture of the situation which he or she faces. Such constructions will vary from one person to another and, since they are made in a setting which includes interactions with other people, they are social constructions reflecting the unique perceptions of the social or organisational reality facing each person who is involved. For example, in difficult market conditions, a sales representative may have missed last month's sales quota by £50,000. Her view of this shortfall is likely to differ from that of her demanding boss on the one hand, and those of her envious peers on the other, yet the number in question (i.e. £50,000) is common to all parties. That which differs from one person to another, and from one situation to another, is how sense is being made of -or meaning being attributed to -the variance of £50,000 and what might be done about it.
Literate individuals have certain opportunities but, in order to utilise these effectively, they must be active and draw on a variety of personal skills (including their ability to read, write, speak, handle numbers, and reflect). This pro-active theme is expanded by the use of verbs such as reflecting, meaning-making, communicating, and learning. As we saw earlier, Burnet (1965) used similar verbs in her description of functional literacy. However, in his pioneering (1957) study, Hoggart showed that literacy is not always used to its best advantage and that, depending on the context, the changes which it brings are not necessarily positive ones.
The points raised so far can be represented diagrammatically as shown in Figure 3 .1 which shows literacy to be a process whereby individuals use a combination of their skills plus available resources to make sense of -or understand -those resources in order to achieve objectives. The sub-section that follows examines illiteracy in order to further consider what being literate entails, and to examine why being literate and numerate is considered to be important. 
The problem of illiteracy
If being literate and numerate allows individuals to achieve desired objectives, then being illiterate and innumerate is problematic because it prohibits individuals from achieving desired objectives, and this necessarily presents problems at both individual and societal levels. Concerns over the prevailing standards of literacy and numeracy are rarely out of the newspaper headlines. Within the U.K., for example, there is a widely held concern that standards of literacy and numeracy have been falling dramatically, with negative consequences for both the individuals concerned and for society at large (see below). Improving literacy and numeracy have been high priorities for successive U.K. governments.
It is not only in the U.K. that literacy is on the agenda. For example, in the U.S.A., President Clinton stated (on International Literacy Day, in September 1994) :
Literacy is not a luxury, it is a right and a responsibility. If our world is to meet the challenges of the twenty-first century we must harness the energy and creativity of all our citizens.
Illiteracy is conventionally portrayed as having negative consequences. As Sir Claus Moser noted (The Sunday Times, 1993, p. 9) : 'The illiterate person is tragically handicapped. Without well-developed literacy skills an individual is an outsider [in his/her own] culture.' In other words, 'Literacy is good, illiteracy is bad.' This is clearly a value judgement and, while it appeals intuitively, understanding why illiteracy is problematic contributes towards our understanding of the importance of literacy in general (and therefore of financial literacy in particular).
Before considering examples of illiteracy, it is important to highlight that, as noted above with regard to literacy (see Jackson, 1993) , the problems associated with illiteracy are contextspecific. Burnet (1965, p. 11) stated:
There has always been illiteracy, but it has not always been a problem -not everywhere, at least. In isolated, self-sufficient societies, where life followed a traditional pattern and nobody knew how to read and write, illiteracy was no problem. But there are few such societies left . . . As technical development moves faster and faster, and as populations increase, the problem of illiteracy becomes more and more acute.
Only as societies become more complex and technologically advanced does illiteracy become a problem. Individuals need to be well-equipped in order to respond to advances within the social and economic context. Literacy is important because it enables individuals to function more effectively in ever-changing contexts which become ever more complex. Burnet (1965, p. 8) cites the example of one textile mill owner in Guatemala who stated that 'we will not hire an illiterate man'. The mill owners had established their own school to teach workers to read and write, not as a result of philanthropy, but because: 'Experience showed that literate workers absorbed training faster and worked more efficiently. Productivity increased, and this permitted higher wage rates along with greater profits.'
According to this viewpoint, the benefits of literacy can be measured in human and economic terms, at both individual and societal levels. Literacy contributes to the well-being of the individual and also to the well-being of the society of which that individual is a part. Illiteracy is viewed as being negative because it prevents the rewards of advances being reaped by either individuals or society. Illiterate individuals cannot function as effectively as literate ones can in the context of complex societies.
Illiteracy, then, is potentially problematic both for individuals and for society. The cost of illiteracy within the U.K. as elsewhere is not only measured in lost earnings, but also in additional public expenditure on education, health, welfare, and the criminal justice system. (See The Times, 11 December 2006, p. 2, and The Times, 20 March 2008.) According to the European Commission, in terms of competitive performance, the U.K. is held back by having too many illiterate and innumerate adults with no qualifications. A report from the World Literacy Foundation (Cree et al., 2012) noted that 20 per cent of adults in the U.K. are 'functionally illiterate', and it was reported by the Centre for Policy Studies (Gross, 2010) that there was an epidemic of illiteracy in London, with one million people being unable to read (cited in Atewill, 2010) .
The nature of financial literacy Given the continuing decline in low-skilled jobs, this is a serious problem. Almost 20 per cent of children in the U.K. leave school without the reading skills required to be productive members of society, with the equivalent figure for Shanghai being only 4 per cent (see Moynihan, 2012) . And the U.K. is a member of the G8 and G20 groups of advanced nations.
Turning to numeracy, research undertaken by KPMG (see Frean, 2008) shows that there is a widespread problem with basic mathematical skills among the U.K.'s adult population (whether this involves simple mental arithmetic while shopping or helping children with their homework). (See also Woolcock, 2012 .) The mathematical attainment of children in the U.K. lags well behind that of their counterparts in Hong Kong, Japan, Singapore and Taiwan at all ages. (See Buchanan, 2013; Bennett, 2008; Hurst, 2013.) This matters because it has the potential to impact negatively on the U.K.'s leadership in financial services. Furthermore, it is common place to find journalists setting a bad example by making numerical errors in their writing, such as failing to distinguish between a percentage change and a change in percentage (see Brooks, 2007) .
There is a problem in both the U.K. and the U.S.A. with too many young people leaving school with inadequate numeracy skills. One estimate (Sugden, 2011) put the figure at 25 per cent of U.K. school leavers being 'functionally innumerate' (i.e. unable to use simple mathematics to solve everyday problems), whilst the figure mooted for school leavers in the U.S.A. has been estimated at 32 per cent (Walters, 2012) .
Tracey Bleakley, Chief Executive of the Personal Finance Education Group (PFEG), noted:
There is no question that maths skills need to improve. At present too many young people are leaving school without the basic maths they need to make a whole range of financial decisions, from setting a budget to planning borrowing and saving. (Cited in Budworth, 2012, p. 10) This reinforces the view that: 'pupils need to become more comfortable with using numbers, including percentages and fractions used in the world of finance' (Sugden, 2011, p. 8) . (See also Sugden, 2009, p. 17.) This problem applies beyond pupils at school to include university students who have to be given remedial classes in mathematics (e.g. see Frean, 2007) . There is a good deal of evidence to show that schools in both the U.K. and the U.S.A. fail to prepare their pupils adequately with literacy and numeracy skills for higher education: see, for example, Blair et al. (2004) ; Birkhead (2006) ; Times Higher Education (2007); Frean et al. (2007) ; Anon (2008); Peterson et al. (2011) .
There have been many reports in the U.K. of employers being either unable to fill vacancies due to applicants' poor literacy and numeracy skills (e.g. see Grimston, 2010b) , or having to provide remedial training in mathematics and English to new recruits (e.g. see The Times, 14 October 2009, p. 9; Street-Porter, 2009; King, 2010) . These limitations have inevitably impacted on the U.K.'s economic recovery from the GFC which began in 2008.
Having established that the importance of literacy and numeracy is reflected in the individualistic and societal benefits that arise from being literate and numerate, a discussion of the usage of the term literacy within other fields follows.
Literacy in different fields
While this chapter is primarily concerned with financial literacy, it is important to note that the term literacy is one that has been adopted by scholars and practitioners from a variety of backgrounds to indicate a level of proficiency within a given field. Some examples of using the term literacy in different fields are included here, along with a brief discussion of the implications for financial literacy. A search of the literature identifies a host of studies that include literacy in their title. These include:
• academic literacy (Saunders, 2010 ; and a job advertisement in Times Higher Education, 10 January 2013, p. 56); • biblical literacy (Beal, 2009 ); • computer literacy (Day, 1987; Michaelson, 2004) ; • cultural literacy (HEA, 2004); • cyber literacy (Gurak, 2001) ; • economic literacy (Whitehead & Halil, 1989 ); • electronic literacy (Craver, 1997) ; • graphicacy (Milner & Hill, 2008) ; • health literacy (Cafferkey & Doyle, 2011; Sorensen et al., 2012; Barrow, 2012) ; • information literacy (Kulthau, 1991; Mutch, 1997; Jackson & Durkee, 2008; Hepworth & Walton, 2009 ); • internet literacy (Martin, 1997) ; • mental health literacy (Furnham, 2011) ; • multi-media literacy (Hofsteter, 1995) ; • musical literacy (Morrison, 2002) ; • political literacy (Institute of Education, 1983); • risk literacy (Henderson, 2009a) ; • scientific and technological literacy (Layton, 1994) ; • statistical literacy (Haack, 1979) ; • sustainability literacy (Stibbe, 2009 ); • symbolic literacy (Gardner, 1986 ); • teleliteracy (Bianculli, 1992) ; and • visual literacy (Wilde, 1991) .
An examination of this literature shows that some of the characteristics of literacy highlighted earlier in this section are also to be found in these other uses of the term. However, the term literacy is often used with little or no care being paid to its definition. Definitions are sometimes not offered at all, and those that are offered are frequently found to be deficient.
It is also clear that much of the literature that examines literacies in other fields is written as a result of concerns over standards. These concerns could be expressed by educational practitioners who worry that their students are not performing well, or by managers anxious that, for example, the expected benefits of some new computer software have failed to material ise. Frequently, concerns over standards can be linked to concerns over a lack of understanding (or meaning-making) on the part of the individuals involved rather than being due to a lack of basic skills. In his book on statistical literacy, for example, Haack (1979, p. x) stated that the aim of the book was to get away from formulae when teaching statistics. Instead he stated: 'the purpose is to get students to understand the principles of hypothesis testing without trying to make them decide which of many tests is 'best''. Without actually offering a definition of statistical literacy (other than by offering it as a mechanism to overcome statistical doublespeak), Haack deliberately moved away from the actual techniques used in statistical analysis and has, instead, viewed literacy as being about understanding. On p. 3, he states: 'Our emphasis is on understanding and interpreting the statistics.'
More recent work on statistical literacy has been undertaken in the U.K. by MacInnes. (See MacInnes, 2013, http://www.sps.ed.ac.uk/ and http://www.rss.org.uk/.)
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There is much to learn from examining information literacy, not least because this is one of the most frequently identified adoptions of the term literacy. There is a large amount of multi-disciplinary interest in the concept of information literacy. It is almost trite to observe that there has been a huge increase in the sheer volume of information in the last 50 years due to developments which include improve ments in mass production printing techniques, the wide availability of personal computers and, more recently, the arrival of the internet. Schuman (1991, p. 4 
) stated:
A weekly edition of the New York Times contains more information than the average person was likely to come across in a lifetime in seventeenth-century England. The English language now contains 500,000 words, five times more than in Shakespeare's lifetime. The collection of the large research libraries has doubled in the last fourteen years. We readily throw out with our nightly garbage more print than past generations dreamed it was possible to own.
The availability of all this information has led to concerns over how to manage it, and from this has stemmed much of the interest in information literacy. Individuals from two disciplines in particular, library studies and computing, have made information literacy a focus of their concerns. This inter-disciplinary interest has ensured that there is no single definition of, or approach to, information literacy.
The American Library Association's Presidential Committee on Information Literacy (1989, p. 1) defined information literacy in the following way:
To be information literate, a person must be able to recognise when information is needed and have the ability to locate, evaluate, and use effectively the needed information. Ultimately, information literate people are those who have learned how to learn. They know how to learn because they know how knowledge is organised, how to find information, and how to use information in such a way that others can learn from them. They are people prepared for lifelong learning, because they always find the information needed for any task or decision at hand.
There are clearly parallels that can be drawn between this definition of information literacy and the earlier definition of literacy offered in this chapter (see Figure 3 .1). The 1989 definition implies that information literacy is important because it enables individuals, inter alia:
• to learn how to learn; • to be prepared for lifelong learning; and • to find the information needed for any task or decision at hand.
A key theme in this definition is learning. The objective for information literate individuals is to learn. Learning was identified earlier as being one of the outcomes of being literate. Once again there is an emphasis on individuals needing certain skills and resources in order to achieve desired outcomes.
Further, it has been suggested that it is appropriate that information literacy not be 'taught as a separate course but [be] integrated with learning across the curriculum . . . and . . . developed around the basic need of every person to find meaning and understand his or her world' (Kuhlthau, 1991, p. 9 ). This view of information literacy prioritises the process of meaning-making and the implication is that this relies on more than the development of a set of key skills within a classroom environment. The advent of computers was expected to be associated with improvements in the ways in which businesses and other organisations functioned as a result of the increased capacity for processing data which, it was anticipated, would lead to improved efficiency and better decision-making.
Downloaded By: 10.3.98.93 At: 00:40 17 Oct 2019; For: 9781315889801, chapter3, 10.4324/9781315889801.ch3 Mutch (1997, p. 377) suggested that these aspirations may not have been realised because 'computers are able to generate huge quantities of data which are either misused by or overwhelm those who are on the receiving end'. Among the reasons which he suggested for this ineffective use of computers was that information itself is not well understood, and the relationship between data and knowledge is often not recognised. Concerns were directed at the process of acquiring, maintaining, and delivering data rather than understanding exactly why data was required, what use it would be, and in what way it would be used. This applies equally to financial data.
Mutch argued that information is better treated as a process rather than as a thing. While he recognised that there was considerable support for information being regarded as a thing, including the attempts by many to capitalise information as a business asset, Eaton & Bawden (1991) claimed that information is different from other assets in that it is not consumed in use, and is dynamic and unpredictable. (See also Oppenheim et al., 2003a Oppenheim et al., , 2003b Oppenheim et al., , 2004 Wilson & Stenson 2008 .) These qualities stem from the fact the information has meaning endowed by the user. Similarly, Boland (1987, p. 377 ) stated that:
[Information] is not a resource to be stockpiled as one more factor of production. It is meaning, and can only be achieved through dialogue in a human community. Information is not a commodity. It is a skilled human accomplishment.
Again, the key element that is of interest here is understanding or meaning. Information is only of use if it is understood and used appropriately. In other words, the availability of resources, generically termed information, and the combination of hardware and skills to access these resources, are not sufficient to ensure positive outcomes, including good decision-making. A crucial part of the process has been omitted, namely meaning-making or understanding.
Thus it appears that the term literacy appears to be borrowed when a problem is in need of a solution and this is often when individuals are ineffective in being able to make meaning or sense-make in the context of increasingly challenging and complex environments. With statistical literacy, it was students' inability to understand the statistics they use, while for information literacy, the problems stem from the large volume of data and people's inability to use information effectively.
In summary, this section has indicated that being literate enables individuals in complex societies to achieve a range of objectives through engaging in meaning-making. In stark contrast, illiteracy was seen to be problematic in that it prevents both individuals and the societies in which they operate from achieving their full potential. Literacy was seen to be a term and a concept that have been adopted in a number of different fields, too often without adequate definitions being offered. It was noted that the adoption of the term literacy was often linked to concerns about a lack of competence or a lack of understanding. Problems present themselves, such as an inability to use a computer or an inability to make good financial decisions, and improving levels of literacy is commonly seen as being the answer. This can also be argued for financial literacy since this is also a term that has arisen as a result of the identification of a problem (e.g. when individuals have been shown to be ineffective in their use of financial information). The implications of a perceived lack of financial literacy can be far-reaching as the following two examples indicate.
In a macro-economic context, the credibility of the U.K.'s Office for National Statistics (ONS, a branch of government) was under question when numerical errors caused it to announce that economic growth in the building sector was 2.3 per cent in the second quarter of 2011. Seven hours later a corrected figure of 0.5 per cent was announced. This is not the ONS's first mistake, and such errors are serious because they affect the financial markets. (See Hopkins & Clark, 2011.) The nature of financial literacy Another example of this propensity for making errors occurred in 2012 when civil servants advising the U.K.'s then Secretary of State for Transport advised her to award the franchise for operating trains on the lucrative West Coast Main Line route from London to Scotland to First Group rather than to Sir Richard Branson's Virgin Trains. After the controversial decision was announced, Sir Richard sought a judicial review from which it emerged that the advisors had failed to allow for the impact of inflation in the figures on which they had provided their advice, thereby causing considerable political embarrassment to the government -and annoyance to Virgin Trains which had previously held the franchise, and which was continuing to operate West Coast Main Line services on an interim basis while the lengthy -and expensive -bidding process was repeated. (See Pank, 2012; and The Times, 16 January 2013, p. 2.) This preliminary discussion has examined the nature of literacy, and its adoption in other guises. The section that follows examines another concept relevant to understanding the nature of financial literacy -that of financial awareness.
Financial awareness

Exploring the notion of financial awareness
While research dedicated to financial literacy has grown substantially in recent years, the earliest body of research in this field concerned financial awareness. This section concentrates mainly on a number of influential academic studies undertaken by researchers at Cardiff University in the U.K. where financial awareness was examined in a number of different contexts. But first, as a point of reference, it is informative to consider one of the few published non-academic empirical studies of managers' financial awareness. This was undertaken in 1992 by a market research agency (Taylor Nelson Financial) on behalf of a professional firm (KPMG Management Consulting), and we can set its findings against some more recent practitioner studies from the Association of Chartered Certified Accountants (ACCA) published in 2012, before returning to review the Cardiff studies.
The KPMG study was commissioned more as a practice development (i.e. marketing) exercise than as a rigorous inquiry seeking to generate real insights into the causes and consequences of managers' financial awareness, and it did achieve a good deal of media attention when the results were published. By means of a financial quiz (see Taylor Nelson Financial, 1992) , it was found that non-financial managers in the U.K.'s top 1,000 companies (covering manufacturing, distribution, and service sectors) showed a lack of even the most basic levels of financial awareness. For example, there was little awareness of the effects of a lack of cash, the problems of rapid growth, the role of working capital, or the dangers of high gearing on a company's well-being, and little knowledge about how to undertake investment appraisal. This reflects an alarming state of affairs.
In a study of 500 investors, customers, suppliers and other stakeholders drawn from Canada, the U.K., and the U.S.A., the ACCA (2012a) found that 50 per cent of respondents rather surprisingly named the annual report as being their primary (or, in some cases, their only) source of information about a company, and that the majority of those respondents now read this more carefully than they did prior to the GFC. (See Adler, Chapter 23 -this volume.) In a second report, the ACCA (2012b) predicted that the accounting profession will continue to lose credibility if it fails to educate the public and its stakeholders about its value -but this view that there is a widespread lack of public understanding of the role that accountants play in driving the success of organisations in all sectors is compounded by the dramatic changes that impact on the context in which accountants must operate (stemming from, for example, increases in global competition, complexity, the rate of technological change, regulation, and decreases in product life cycles: see Flood, Chapter 4 -this volume). A third ACCA report (see Fast Futures Research, 2012) highlighted these changes, and noted that the importance of being financially aware is not reduced by their dynamic impact.
There is, as shown by these reports, a real problem concerning financial awareness. The work of the Cardiff researchers also raised questions about the ways in which financial information is understood by individuals, and this has implications for developing insights into financial awareness as a prelude to defining financial literacy. Bartlett & Chandler (1997) replicated the earlier work of Lee & Tweedie (1975a , 1975b , 1976 , 1977 in order to examine whether changes within the financial reporting environment (e.g. the introduction of a cash flow statement, a statement of recognised gains and losses, and an operating and financial review) had affected the ways in which financial reports were read by shareholders. They concluded that the annual report was not widely read despite 84 per cent of respondents stating that they made their own investment decisions. Bartlett & Chandler also found that the narrative sections of the annual report attracted the wider readership. This leads one to ask whether small shareholders were more confident in dealing with words rather than with numbers and, if so, whether this might be due to a lack of financial awareness.
Peel & Pendlebury (1998) focussed on financial awareness in their follow-up to a previous study (Peel et al., 1991) focussing on employee share ownership. They accepted that the term 'financial awareness' had many different meanings and could therefore be measured in a number of different ways, yet they did not offer a definition on which their measure was based.
One of the most interesting issues raised by Peel & Pendlebury was their suggestion that individuals with greater financial awareness were more likely to become members of a share ownership scheme than those who become members of such a share scheme achieving greater financial awareness as a consequence (1998, p. 45) .
In addition, the employees in Peel & Pendlebury's study, like the shareholders in Bartlett & Chandler's work, preferred company news bulletins and magazines to annual reports, indicating a preference for narrative presentation rather than numeric. The narrative report may have allowed individuals lacking in financial expertise to feel confident that they understood the information presented when, in fact, they did not, because they may have merely recognised the words rather than understanding the concepts underpinning those words.
Both of these Cardiff studies found results which implied that annual reports were not well read or understood despite a considerable amount of effort aimed at achieving these outcomes. The findings highlighted the need to understand in far greater detail exactly how individuals gained the skills needed to be able to analyse and understand financial information and, having gained these skills, how they might be used. The results have contributed towards understanding more about financial awareness, but they also signal that financial awareness is a complex issue. (See Lucas & Mladenovic, Chapter 6 -this volume.) Another problem with both of these studies is that there was no discussion of either the causes or the consequences of a lack of financial awareness. Why were these individuals unable/unwilling to make full use of annual reports? What were the implications of not using the information with which they had been presented?
Two other Cardiff-based researchers, Marriott & Mellett, carried out a series of studies examining the financial awareness of managers in the U.K.'s National Health Service (NHS). The introduction of an internal market to the NHS meant that decisions with financial consequences within the NHS were often made by those with a clinical training rather than those with a financial background. Marriott & Mellett (1991 , 1994 set out to assess the The nature of financial literacy adequacy of managers in the NHS to make these decisions. They were concerned that, if the necessary financial skills were lacking, incorrect decisions that might have financial consequences could be made.
From their pilot study Marriott & Mellett (1991, p. 23) concluded that:
There exists a gap between managers' financial skills and those which will be needed to operate efficiently the novel procedures in the reformed NHS . . . The full extent of the need for financial training within the NHS has not been identified . . . Unless these steps are taken, the NHS will not operate to its potential as those taking decisions will not be in a position to make full or appropriate use of the information available.
One of the main contributions of the Cardiff NHS studies is that they highlighted a lack of financial awareness on the part of managers within the NHS. Individuals were expected to make decisions requiring an understanding of their financial consequences without necessarily having the financial skills that enabled them to make those decisions in an effective manner. These findings were important both for the NHS and for other public sector organisations which have undergone similar reforms, whereby individuals may be expected to make decisions requiring an understanding of their financial consequences which they are ill-equipped to make.
In their attempt to assess the ability of NHS managers to make sound decisions requiring an understanding of their financial consequences, Marriott & Mellett used a 'financial skills index' as a proxy for financial awareness. However, while it is possible to state that the individuals in this study did have limited financial skill as measured by the instrument developed by Marriott & Mellett, this does not guarantee that the latter's conceptualisation of 'financial skill' is valid, or that the way in which it has been measured is necessarily sufficient. Indeed, there is no single external measure of financial awareness (Marriott & Mellett, 1996, p. 72) .
Despite inadequate conceptualisation, financial awareness was measured using survey instruments by both Peel & Pendlebury (1998) and Marriott & Mellett (1996) with the latter study defining financial awareness as 'the manager's ability to understand and analyse financial information and act accordingly ' (1996, p. 64) .
These authors measured the respondents' ability to define and calculate a restricted number of accounting measures, but being able to define and calculate is not necessarily synonymous with being able to understand and analyse. In this case, respondents may still have been financially aware using Marriott & Mellett's (1996) definition without being financially literate. Unlike the other studies at Cardiff, Marriott & Mellett were concerned with suggesting possible consequences of this lack of financial awareness. However, these consequences were merely hypothesised: there was no empirical evidence of the consequences offered by Marriott & Mellett. Numerous other questions remain unanswered despite this research. For example:
• Did the users understand the budgets they received?
• Did the individuals who prepared the budgets feel that their recipients were using them effectively? • Did the individuals in the sample really feel that the quality of their decisions was being affected by their lack of financial skills? • Was there any evidence to suggest that 'bad' decisions were actually being made?
The researchers at Cardiff divorced their studies from the actions of the individuals (i.e. the intended readers of financial information). The reason that researchers were concerned with an individual's ability to understand and analyse financial information is that his/her actions were thought to depend on this ability. So, for example, a shareholder's ability to understand annual reports is thought to affect his/her investment decision-making. We now know that shareholders do not read annual reports thoroughly and yet we do not know what impact, if any, this has on their investment decision-making behaviour.
The Cardiff studies were premised on the underlying assumption that a lack of understanding of financial matters has negative consequences, but they did not actually demonstrate a link between financial awareness and an individual's ability to make sound decisions. Rather, the effect of financial information on decision-making behaviour has been ignored both as a theoretical possibility and as an empirical reality.
There also appears to be a widely held belief that more information (or clearer information) will lead to greater levels of financial awareness. Lee & Tweedie's work in the 1970s highlighted problems over shareholders not reading annual reports. In the years that followed, great emphasis was placed on 'improving' the annual reports and this was expected to result in improved usage of the reports by shareholders. A similar response has been offered to the identification of poor levels of consumers' financial understanding. An alternative approach is to focus on improving individuals' financial skills. What seems to be missing, however, is an attempt to understand why there is so much misunderstanding. Why are there poor levels of understanding? Why do shareholders not read the reports? How do these individuals compare with those who do understand reports? What does it mean to understand the reports? Thus, this early work at Cardiff showed that individuals did not make good use of financial information and that this may have been due, at least in part, to a lack of financial awareness.
Financial literacy and financial awareness
So what is the relationship between financial literacy and financial awareness? We suggest that financial literacy must be conceptualised as a complex phenomenon whereby individuals make sense of information in order to assess the financial consequences of their decisions made in order to achieve desired outcomes. To this end, financial awareness is a part of financial literacy because, in order to be financially literate, individuals must be financially aware. However, being financially aware is a necessary but not a sufficient condition for being financially literate: individuals may be financially aware without being financially literate. For example, the NHS managers in Marriott & Mellett's studies may have performed exceptionally well when assessed by the 'financial skills index' and yet still have failed to make effective decisions requiring an understanding of their financial consequences because they had not understood the factors relevant to their decision-making and can therefore be deemed to be financially illiterate. Alternatively, they may have performed badly on the test and still have been financially literate, as demonstrated by their being able to locate and understand the financial information relevant to their decisionmaking, and to predict the financial consequences of decisions made.
Financial awareness has been examined as a measure of people's understanding of terms that already exist (i.e. terms such as balance sheet, budget, and depreciation). However, the relationship between people's understanding of these terms and their ability to make effective decisions has not been empirically examined. Individuals may have a very good knowledge of certain financial terms, and therefore be financially aware, while still being unable to recognise the relevance of other information which prevents them from recognising the financial consequences of any decision which they may make. This may ultimately prevent them from achieving their desired outcomes so, in this instance, an individual would be financially aware but financially illiterate. See, for example, McDaniel et al. (2002) and Peecher (2002) .
We now turn to developing a definition of financial literacy which accounting educators can use to underpin the design, delivery, and assessment of their programmes.
The nature of financial literacy
Defining financial literacy
Extending the notion of financial awareness
In line with the discussion in Section 3.2 above, it is proposed here that the term literacy is synonymous with understanding or meaning-making, and that this meaning-making is a prerequisite for the achievement of desired outcomes or objectives. With financial literacy, these outcomes have financial consequences.
Financial literacy is generally understood to represent knowledge and understanding of financial concepts or products (Kotlikoff & Bernheim, 2001; Hogarth et al., 2003; Lusardi & Mitchell, 2011) , with one of its most commonly accepted definitions being: 'the ability to make informed judgements and take effective decisions regarding the use and management of money' (Noctor et al., 1992) . This restricted definition emphasises financial literacy as consisting of both objective knowledge on specific topics related to money, economics or financial matters, and also subjective measures of reported self-confidence (SEDI, 2005, p. 4) .
In 2008, the American Institute of Certified Public Accountants (AICPA) defined financial literacy as being: 'the ability to effectively evaluate and manage one's finances in order to make prudent decisions toward reaching life goals and achieve financial wellbeing' (AICPA, 2008, p. 5) . While projecting beyond the immediacy of a particular decision, this definition is limited in focussing specifically: on finances (rather than information relating to resources more generally); on households; and on ignoring differing degrees of risk aversion on the part of different decision-makers by its emphasis on prudence.
It is argued here that financial literacy is more than these deficient definitions suggest: it is a process leading to a desired outcome and should be more appropriately defined as: 'an individual's ability to obtain, understand and evaluate the relevant information necessary to make decisions with an awareness of the likely financial consequences' (Mason & Wilson, 2001, p. 31) . In other words, financial literacy is not in itself the desired outcome from decision-making, but rather the process of making meaning from contextual knowledge with the use of financial skills.
There is clearly a similarity here between information literacy and financial literacy. This is not surprising since information that has financial implications is still information. The difference between the two terms arises because the outcomes are different, with the latter term being relevant where the outcomes have financial consequences.
The above definition attempts to recognise that information relevant to decision-making may not necessarily be financial information in its strictest sense. For example, a school may face a reduced intake of pupils. This in itself is not financial information -though there are financial implications where a school's funding is determined by the number of pupils. The ability to recognise the financial implications of non-financial information is fundamental to financial literacy.
Informed decision-making is recognised as being necessary for achieving desired outcomes. It seems likely that the majority of these outcomes will follow on from a decision being made which is then followed by a course of action. It is hard to think of an example in which financial literacy is relevant where a decision is not implicit. Even in cases where people use financial information to ensure that their current behaviour is appropriate, ultimately a decision will be required over whether or not to continue with their current actions. For example, an individual looking at his/her current savings or pension provision will need to make a decision over whether to continue with his/her current strategy or whether to make alternative arrangements. Similarly, an individual within an organisation will also need to be able to obtain and understand relevant information to ensure that current or proposed actions are appropriate (i.e. goal congruent).
It is important to note here that financial literacy can only ensure that individuals are informed to make decisions: it cannot ensure the 'right' decisions are actually made. This is because, inter alia, individuals do not always make decisions based purely on the basis of economic rationality. (See, for example, Wilson & Zhang, 1997.) In this definition, financial literacy is seen as being distinct from the achievement of desired outcomes resulting from decision-making processes. Differentiating literacy from the outcomes it enables is not to say, however, that achieving the desired outcomes is incidental to literacy. The outcomes give literacy its importance. If there were no desired outcomes to be achieved, then literacy in general, and financial literacy in particular, would be unimportant. To illustrate the point in terms of the conventional use of the term literacy, people read books for a purpose, such as for pleasure or to acquire knowledge. In order to achieve either of these outcomes, a person needs to be literate (that is, he/she makes use of a range of skills to read the book in order to understand it). Without this understanding the chances of achieving the desired outcomes are dramatically reduced. Furthermore, it is proposed that it is functionality which establishes the importance of financial literacy, and it is the outcomes which determine the value of financial literacy.
Financial literacy as defined in this chapter is a meaning-making process which enables informed decisions to be made in order to achieve desired outcomes as shown in Figure 3 .2. In this model it is proposed that individuals use a combination of skills and technologies, resources, and contextual knowledge to make sense of information in order to be sufficiently informed to make decisions requiring an understanding of their financial consequences. These terms have been deliberately adopted as general descriptive terms. In addition, Figure 3 .2 demonstrates that decisions are not made for their own sake, but to facilitate the attainment of desired outcomes. 
Financial literacy studies
Over the last decade and a half much has been written about the need to improve financial literacy, with studies having been carried out in a number of countries, but most especially in Australia, the U.K., and the U.S.A., in order to assess the general level of financial literacy in the community (e.g. Schagen & Lines, 1996; NCEE, 2012; ANZ, 2003 ANZ, , 2005 ANZ, , 2008 ANZ, , 2011 ASIC, 2011; SEDI, 2005) , or among specific cohorts (Beal & Delpachitra, 2003; Bird, 2008; Chen & Volpe, 1998) . These studies have resulted in online programmes being developed by government, corporate, and not-for-profit sectors, as well as the development of programmes to embed financial literacy skills into school curricula. This sub-section reviews the major financial literacy studies that have been conducted in Australia, the U.K., and the U.S.A. in recent years, and presents the results in tabular format. (See Tables 3.1, 3.2, and 3.3 .) It also provides an overview of the recent OECD pilot study into financial literacy in fourteen countries, and comments briefly on the effectiveness of the programmes, noting that there has been much less (Connolly et al., study measured the extent of financial exclusion as a result of a lack of 2011) financial literacy, and the relationship this has with social and economic disadvantage emphasis on financial literacy in an organisational setting as opposed to the setting of households and individuals. Between late 2010 and 2011, the OECD's International Gateway for Financial Education (IGFE) conducted a pilot study in fourteen countries across four continents. Data was collected by each participating country undertaking a nationally representative survey using a core questionnaire and providing the results of interviews with at least 1,000 individuals, which were then weighted to reflect the population of each country. Data analysis focussed on variations in financial knowledge, behaviour, and attitudes across the participant countries, and also within countries, by using socio-demographic indicators. Atkinson & Messy (2012) reported that the results highlighted a lack of financial awareness amongst a sizeable proportion of the population in each of the countries surveyed. The data also showed that attitudes to financial literacy varied widely. One particular concern was the relatively large proportion of people who could not calculate simple interest on a savings account over one year and then identify the impact of compounding over five years. Another was the lack of awareness of risk diversification benefits, with at least 33 per cent and in some countries more than 50 per cent of participants being unable to answer a question about this.
As might be expected, there was a consistently positive relationship between financial knowledge scores and financial behaviour scores, with participants having higher financial knowledge exhibiting more positive behaviours. The analysis on a socio-demographic basis indicated that, in all but one country, women had much lower levels of financial knowledge than men. For instance, in the U.K., a score of 6 or more for knowledge was obtained by 67 per cent of men but by only 40 per cent of women. The percentages were similar in Germany, being 67 per cent for men and 50 per cent for women. However, in most countries, women participants were more likely to have a more positive attitude towards the long-term perspective than their male peers. (For an international comparison among women, see The Times of India, 2011.) Age and income provided other bases for variation in financial literacy. In most countries, the youngest and oldest respondents scored lower than those of middle age. Lower-income respondents were more likely to gain lower financial literacy scores than those in higher-income brackets. There was also a positive relationship between education and financial literacy, with those who were more highly educated being likely to demonstrate both positive behaviours and attitudes. The report's authors concluded that:
The data holds a great deal of potential. We will continue with our analysis in order to inform the work of the INFE, focussing particularly on variations in financial literacy by key socio-demographic groups, levels of financial inclusion and financial access, as well as exploring in more detail the relationship between various aspects of financial literacy. (Atkinson & Messy, 2012, p. 12) Furthermore, the results of the study will enable countries to identify needs and gaps in financial education provision in order to make progress in developing their own national policies or strategies.
The nature of financial literacy Table 3 .2 Overview of major financial literacy studies in the U.K.
Study Overview
Schagen & Lines (1996) A financial literacy survey of the general population with a particular focus on four groups: young people in work or training, students in higher education living away from home, single parents, and families living in subsidised housing. Results indicated that, in general, most participants were confident in their financial dealings. Notable exceptions were single parents who were less committed to saving, and students who were the least confident group in dealing with financial matters, with very few keeping any financial records.
Adult Financial Literacy
Concluded that the need for financial literacy would continue to grow Advisory Group (AdFLAG) because individuals are expected to become more self-reliant. (2000) Recommended that short-term financial literacy education should be built around education, employment, housing, financial services and communication, with a particular focus on needy population sectors (such as older people, young people, sole parents, ethnic minorities, people with disabilities, and people living in social housing).
Financial Services Authority Considered the areas: 'managing money', 'planning ahead', 'choosing (PFRC, 2005) products', and 'staying informed'. Found that, while individuals may be particularly capable in one or more areas, they lacked skills or experiences in other areas. Recognised that it would take time for policies regarding financial education and the subsequent introduction of accounting education in this area to have an impact on the U.K. population.
Consumer Financial
Concluded that there is enormous scope to alter the environment in Education Body (Elliott a way that encourages greater levels of financial capability, hence et al., 2010) providing an opening for using accounting education as one such means of increasing these levels.
Money Advice Service Found that current opinion varies among academics and experts in the Board (CI Research, 2012) field regarding the extent to which financial interventions produce positive outcomes. Evidence suggested that young people must be engaged in financial education from an early age.
This sub-section has provided a summary of the major studies that have been undertaken in financial literacy both nationally and internationally. Rather than taking an organisational perspective, most of these studies have focussed on the financial literacy of individuals or socioeconomic groups. In addressing the importance of financial literacy, the next sub-section provides an overview of various governmental and non-governmental financial literacy programmes that have been established across a wide range of countries.
Why is financial literacy important?
The authors' interest in financial literacy stems from a recognition that every individual in his/her domestic life, and every responsible manager, will be involved in decisions relating to the acquisition, allocation, and utilisation of resources, and that these processes inevitably have financial characteristics. In order to function in an effective manner, every citizen or manager needs to have a degree of financial literacy (whether as a user or a compiler of financial information). This is applicable in households, in (budget-constrained) public sector organisations, and in (profitseeking) private sector organisations, whether large or small, service-rendering, or manufacturing. Managers across any organisation need to be able to consider things using the same language, and the most appropriate lingua franca to facilitate cross-functional communication is usually one couched in financial terms. (See Turner, 2008.) To give an example, suitable skills are needed on the part of carers to ensure that financial abuse of the elderly can be identified and resolved (Gilhooly, 2012, p. 9) . As a consequence, social care, health, and banking professionals need to have appropriate training to become sufficiently financially literate to enable them to handle this problem. 
Study Overview
Mandell (1997), Huddleston-Casas All studies investigated financial literacy levels among high et al. (1999) , Williams-Harold (1999) , school pupils and concluded that they showed a lack of the National Council on Economic both personal financial skills and knowledge Education (from 1998 to 2012) and the Jumpstart Coalition (from 1997 to 2008)
Council for Economic Education
Concluded that the recent economic downturn following (CEE, 2012a (CEE, , 2012b the GFC had brought nationwide attention to the dangers of a financially illiterate society, and that it was imperative to close the gap by providing educators with the knowledge, tools, and teaching skills they need to help individuals to develop essential real-world financial literacy skills
Securities and Exchange
Results indicated that retail investors in the U.S.A. lacked Commission (SEC) (2012) basic financial literacy. They demonstrated a weak grasp of elementary financial concepts and lacked critical knowledge of methods to identify and avoid investment fraud.
Whether the focus is on the corporate sector or the personal sector, individuals can benefit from being financially literate by avoiding the need to defer to the specialist expertise of financial advisors. Henderson (2009b) referred to a study led by Gregory Berns at Emory University in the U.S.A. which suggested that financial advice can make people take leave of their senses because the brain sets rationality aside when it gets the benefit of supposedly expert opinion, thereby abdicating personal responsibility because of deference to the expert's authority.
Many examples of how this risk can be avoided are provided in both the corporate and personal sectors. With reference to the corporate sector, the Director of the Finance for Executives course at Oxford University's Said Business School, Alan Morrison, observed that:
Managers get to the stage where they are in charge of budgets, dealing with investors and deciding between conflicting uses of resources. They may not want to do the calculations themselves but they need to be able to have an informed discussion with [those] who do.
(Quoted in Lewis, 2008, p. 7) An example of avoiding the risk in the personal sector occurred in 2007 when the Open University Business School in the U.K. offered for the first time its course entitled You and Your Money: Personal Finance in Context. This distance learning course aimed to help in developing practical financial skills as well as an understanding of the outside forces which affect personal finances and the jargon that surrounds them. There is a noticeable lack of literature concerned with the financial literacy of managers within organisations, despite the proliferation of textbooks and short courses with titles such as Finance for the Non-Financial Manager. This widely-used label is itself misleading because 'finance' (which is concerned with the acquisition, allocation, and utilisation of funds) is quite distinct from 'accounting' (which is concerned with flows of information -largely but not exclusively of a financial nature -to help in planning, decision-making, and control). There is, however, a great deal of literature on the financial literacy of private individuals.
Attempts to address financial literacy
Much of the interest shown in financial literacy stems from a concern over people's lack of financial literacy. This is particularly true when individuals are viewed as consumers of financial products. Concern has been expressed over many years about the ability of these consumers to make effective decisions (e.g. Schagen & Lines, 1996; Jennings et al., 1997) . The evidence suggests that available information is used ineffectively, if at all, in consumer decision-making about financial products.
This concern, which is recognised internationally, is exemplified at the personal and household levels by the existence of bodies such as:
• the Financial Services Authority's national strategy on financial capability (which was launched in the U. K. in 2003 K. in -see FSA 1998 K. in , 1999 K. in , 2006 . (The FSA was replaced in 2013 by the Financial Conduct Authority, which is concerned with consumers' interests, and the Prudential Regulation Authority, which oversees the banking system.) • the Financial Literacy Centre at the University of Warwick (U.K.); • the Financial Literacy Foundation (Australia); • the National Endowment for Financial Education (U.S.A.); • the Financial Literacy Center (U.S.A.) (See U.S. Financial Literacy and Education Commission, 2006 .)
The nature of financial literacy It is also evidenced by the development of programmes such as:
• the Start Right Coalition for Financial Literacy (Canada); • the Jump$tart Coalition for Personal Financial Literacy (U.S.A.); • the OECD's International Gateway for Financial Education (see OECD, 2005 OECD, , 2008 OECD, , 2012 ; • the Commonwealth Bank Foundation (Australia) which aims to encourage the development of financial education programmes primarily targeted on young people; and • the U.K.'s Money Advice Service which, since 2011, has been involved in a number of projects aimed at raising the financial literacy/capability of consumers, which is the same target as most other government-sponsored programmes (including the Australian government's Money Management programme). A recent review of the Money Advice Service suggests that it is not achieving what was expected of it (see Hosking, 2013) .
The Australian government established a Consumer and Financial Literacy Taskforce to develop the National Strategy for Consumer and Financial Literacy which aimed to develop a national strategy to reduce poverty, increase economic opportunity, support national savings, and create well-informed consumers. On an international basis, as briefly mentioned above, the OECD's International Gateway for Financial Education (IGFE) provides a policy forum for governments to exchange views and experiences around the issue of financial education. To this end, it has established an international online database, the IGFE, which 'serves as a global clearinghouse on financial education, providing access to a comprehensive range of information, data, resources, research and news on financial education issues and programmes around the globe' (OECD, 2012) . One of the most recent attempts to address financial literacy by raising the level of financial capability in the U.K. was through the establishment of the Pathfinder Money Guidance service by the FSA in March 2009. Three channels were used to provide services in the two regions (North-West England and North-East England) in which Pathfinder was initially piloted. These channels consisted of a website, a telephone helpline, and a face-to-face information and guidance service. During its first year of operation, it was concluded that the programme 'largely achieved one of its key aims of reaching people who are potentially vulnerable to the consequences of poor financial decision making' (Kempson et al., 2010, p. 4) . It is estimated to have delivered 570,000 Money Guidance sessions to 220,660 individuals. The website was the most used channel (with 192,250 individual users) , followed by the face-to-face sessions (24, 595) , and then the telephone helpline (3,811). This was not what the designers had expected: they had anticipated that the website would be the most used medium, and expected that the telephone service would be more popular than the face-to-face medium. While no reason for this was suggested, it could be hypothesised that those with lower financial literacy levels may find that the face-to-face service allowed them to be able to see plans mapped out on paper rather than having to write information down for themselves from a telephone session, or maybe these face-to-face sessions facilitated their 'meaning-making' more effectively.
Similar programmes include:
• In Australia, the Federal Government provides an online website for its National Financial Literacy Strategy (NFLS) which identifies various programmes across a range of sectors: community, indigenous, government, workplace, and international (ASIC, 2012). These include interactive school education programmes, community forums providing investment and banking advice, a matched savings programme aiming to increase personal savings and the financial capability of people on low incomes, and workplace financial education programmes targeted at different demographic groups.
• The leading organisation that provides financial literacy education in the U.S.A. is the Council for Economic Education (CEE). It specifically focusses on the economic and financial education of pupils from kindergarten through to the end of secondary school with the aim of assisting children to grow into successful and productive adults who are capable of making informed and responsible decisions. To this end, it provides professional development for teachers, and develops teaching resources for use across the curriculum. Its programmes are delivered in face-to-face workshops, through partner organisations, and online (CEE, 2012a). • In a similar way there have been pressures over many years for financial literacy to be taught in U.K. schools to counteract what has been described as financial illiteracy on the part of both younger children (see Sugden, 2009; Grimston, 2010a) and teenagers (see Bennett, 2008 Once again, the focus of all the above initiatives tends to be on financial literacy for personal rather than organisational decision-making. However, a novel variation is the International Certificate in Financial English set up by the University of Cambridge and the ACCA. This aims to cater for those working in international finance on a global basis by providing high levels of English language (rather than financial) skills which are relevant to this fast-moving field in order to boost the international mobility of young accountants. Another variation on the theme comes from the Chartered Institute of Management Accountants (CIMA) which now offers certificates and a diploma in Islamic Finance 'to provide The nature of financial literacy the skills and knowledge needed to exploit the global shortage of qualified Islamic finance professionals '. (See Financial Management, December 2012, p. 40.) In 2007, the then U.K. government announced that, from 2008, a new subject (Economic Well-Being and Financial Capability) would be introduced into the curriculum of secondary schools, aiming to help school leavers cope better with life after school (see Bennett, 2007; Purves, 2007; Grimston, 2010a) . However, critics objected to its inclusion in the Mathematics curriculum, thereby detracting from mathematics without having the substance to ensure financially-informed decision-making (see Woolcock, 2008) . It is a powerful argument that young people's primary and secondary education should ensure that they emerge from school with adequate literacy and numeracy skills to subsequently become financially literate, since those who are only semi-literate or innumerate when they leave school are unlikely -as adults -to remedy the deficiencies in their education or, as a consequence, to become financially literate.
Despite all the above initiatives, it is significant -and disappointing -that such academic assessments of financial education as have been undertaken do not offer evidence of measurable success in improving participants' financial well-being. See, for example, Cole & Shastry (2008) , and Willis (2009) .
Despite the level of activity revolving around financial literacy, there does not appear to be any published material attempting to characterise a financially literate person. Advice is offered to those who are considered financially illiterate, yet what makes one person financially literate and the next person not? Centres dedicated to financial literacy aim to improve individuals' financial literacy because there is evidence that many individuals make poor use of financial information and this is blamed on financial illiteracy -which brings us back to questions such as:
• What does this actually mean? • In what way are these individuals failing to use available information effectively? • What do they not understand? • Why do they not understand it? • Do they not understand it or do they simply not make good use of it? • Is the information presented in a way which is unhelpful? • Do the individuals lack the necessary skills to analyse and interpret the information? • Do they use other sources of information (e.g. the advice of friends and family) in lieu of making their own reasoned decisions?
These questions and many others remain unanswered.
Implications and conclusion
In this chapter it has been argued that financial literacy can be seen to have considerable importance -whether in the context of households or in the setting of more formal organisations. To some degree this 'self-evident' importance has resulted in surprisingly little attention being devoted to developing an adequate definition of financial literacy, with the focus instead being given to encouraging individuals to become financially aware (i.e. focussing on skills rather than on meaning-making). This is not the same as being financially literate, so the situation is clearly problematic, and applies as much in the domain of accounting education as elsewhere.
In discussing literacy and numeracy more generally, along with the non-trivial problems of illiteracy and innumeracy, the important roles of meaning-making and learning were introduced as being vital aspects of gaining an understanding of what is going on in one's field of activity.
When this was extended to financial awareness, we argued that the level of understanding of financial matters needed in order for an individual to be deemed financially aware does not render an individual financially literate. The latter presupposes the former, plus insights into the ways in which financial awareness can be used in the decision-making process to achieve desired outcomes with an understanding of their likely financial consequences.
At several points in the chapter there has been an emphasis on context, and a number of ways in which accounting educators might use financial literacy as a cornerstone of their programmes can be suggested, based on a concern for context. We could teach accounting techniques from dawn to dusk, but this would be of limited value if devoid of context. Accounting numbers are surrogates which represent events, activities and outcomes -but meaning can only be attributed to them when one knows the context to which the numbers refer. We will look at two possible ways of using financial literacy as a point of reference for accounting educators. These focus on the derived nature of financial literacy, on the one hand, and on key managerial questions, on the other.
Taking the first of these, one can argue with some conviction that the outputs from accounting systems help facilitate planning, decision-making, and control -whether in relation, say, to an individual's affairs, those of a small charity, those of a university, or those of a multinational corporation. However, this is not to suggest that accounting information is desired for its own sake. The demand for such information, from a financial literacy perspective, is to help individuals to make meaning and to develop a narrative in order to understand what is happening around them, and then using this understanding to make purposive decisions with a reasonable insight into the likely financial consequences of those decisions. In other words, the demand for accounting information is of a derived nature. This is clearly illustrated in Figure 3 .2. The sequence, with its first-order and second-order effects, was also evident in a novel definition of managerial accounting offered by Wilson & Chua (1993, p. 16) , which extended previous definitions by emphasising the derived nature of information generated by managerial accounting systems (MAS):
Managerial accounting encompasses techniques and processes that are intended to provide financial and non-financial information to people within an organization [to enable them] to make better decisions and thereby achieve organizational control and enhance organizational effectiveness.
This can be illustrated as shown (Wilson & Chua, 1993, p. 424 A crucial element in this definition is the notion of organisational control, which focusses on the process of ensuring that an organisation pursues courses of action which seek to achieve its aims. The organisation can be deemed to be effective to the extent that it is successful in this endeavour. To this end, those who design, implement, and operate MAS need to recognise the social processes by which people attach meaning to managerial accounting information in order to make sense of the context in which they are seeking to make effective decisions. In other words, both compilers and users of accounting information need to be financially literate -and accounting educators need to be mindful of this when designing curricula, pedagogic approaches for delivery, and assessment strategies for their programmes.
The second contextual possibility relates to key managerial questions, which are illustrated in Figure 3 .3 (Wilson & Gilligan, 2005, p. 8) . This logical sequence of questions, which requires re-iteration on a continuous basis to reflect the dynamics of a changing world, represent planning (Q 1 and Q 2), decision-making (Q 3 and Q 4), and control (Q 5). The questions are:
1 Where are we now? This raises the question of where the organisation is now in terms of such factors as its competitive position, financial performance, and product range. Published financial reports can provide some insights (subject to their inherent limitations), as can activity-based costing reports showing where resources were consumed in the recent past (e.g. by product, process, market segment, distribution channel, etc.), and with what consequences (e.g. by segmental profit statements and productivity reports). 2 Where do we want to be? This refers to the specification of aims (or desired outcomes), which may not be explicitly framed in financial terms, but the attainment of which will inevitably entail the consumption of resources which have a cost, and usually the requirement to generate revenue and either a profit or a surplus. 3 How might we get there? This is concerned with the identification of possible means by which desired ends might be achieved, together with their likely financial characteristics. 4 Which way is best? Having to choose among the competing alternatives identified in stage 3 while being faced with resource constraints is central to decision-making, and requires attention to be paid to aspects of risk and the time-frame (i.e. short-term or long-term) in judging the relative attractiveness of competing alternatives. An array of accounting techniques is available for addressing this question, but the right one has to be chosen to fit the circumstances. 5 How can we ensure arrival? This relates to the effective implementation of the chosen course(s) of action from stage 4. Monitoring performance is necessary in order that corrective action (as necessary) may be taken, and again there is an array of accounting techniques which can help in this challenge.
While the above questions are unambiguously managerial, there are characteristics of each which require that those individuals involved in addressing them are financially literate. Financial literacy leads to informed decision-making, and informed decision-making is more likely to result in desired outcomes.
The key messages for accounting educators from this chapter are that they should:
• Be precise in distinguishing between financial awareness (i.e. what do you know?) and financial literacy (i.e. how can what you know be used to bring about desired outcomes?). • Present financial reports (of whatever type) as inputs into a broader process involving a need for understanding (via meaning-making) on the part of both compilers and users within a particular context (whether domestic, corporate, or other). • Recognise that technical accounting skills are necessary but not sufficient for accounting students/trainees/practitioners to be deemed financially literate. • Accept that meaning-making (which is so central to understanding) is an individual matter, within differing social and cultural settings.
The development of narratives based on the meaning which one makes gives a basis for learning, and learning is of critical importance since it embraces:
• using one's understanding to explain what is going on in the present; • using one's understanding of the present to make more accurate predictions of the future;
• basing one's decisions on the predictions derived from understanding; • using one's understanding to control the outcomes from those decisions; and • learning in order that one might do things better next time.
In sum, accounting educators need to ensure that the Accounting curriculum is designed, delivered, and assessed in ways which show Accounting in its personal, organisational, and societal contexts (e.g. relating to processes such as planning, decision-making, and control) if future users and compilers of financial information are to exhibit financial literacy.
